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KEY ECONOMIC INDICATORS: SYRIA 


Area and Population 
Area - 185,170 square miles 
**Population at 1977 estimates - 8,000,000 
Average annual population growth rate - 3.3% 
Rural population as percent of total: 1960 census = 63%; 1970 census = 57% 


% Change 
1974 1975 1976 1975-1976 


Income and Production 
*G@>p (constant 1963 prices) $1,976.8 $2,118.4 $2,477 8.1% (1) 


*Money Supply and Intermational Liquidity 
Rate of Change in Money Supply at yearend 
Ml +45% +253 +23% (a) 
M 2&3 +443 +35% +30% 
Official Reserves 465.5 709.2 403.8 (b) 


Balance of Trade and Pa ts Statistics 
Exports (f.0.b.) $ 798.0 $ 942.7 $1,098.41 


Imports (c.i.f.) 1,144.11 1,560.8 2, ana a 
(U.S. Share) (4%) (8%) (12%) 
Net Services Balance +167.3 -11.4 +237.6 (2) 
**Net Official Transfers 410 662.20 414.1 
**Disbursements of Medium-and Long- 
Term Foreign Capital (est.) N/A 275.00 354.0 


Agricultural 

Irrigated Land (hectares) 578,000 516,000 547,000 

Crop - Area (‘000 ha) /Production ('000 tons) 
Wheat 1537/1630 1692/1550 1590/1790 
Barley 697/656 1011/597 1172/1059 
Lentils 83/85 98/67 146/136 
Seed Cotton 205/387 208/414 181/409 


Mineral and Industrial 

Crude Petroleum ("000 Mr) 6,426 9,572 10,039 
Phosphate Rock ('000 MT) 650 857 511 
Electricity (millions of KWH) 1,366 1,673 1,732 
Cotton Yarn (‘000 MT) 30.5 Sled 31.9 


Source (unless otherwise noted): Statistical Abstract, 1977, 
Central Bureau of Statistics 
*Quarterly Bulletin, Vol. X1V, No. 3, 1976, Central Bank of Syria 
**Embassy Estimates 
(a) September 1976 
(b) Excludes foreign exchange holdings abroad 
(1) IMF estimates the real growth rate in GDP at approximately 
8.1%; conversion to dollar figures is misleading as 
devaluated rates indicate a 2.7% growth rate 
(2) January-June 1976 only 


Above monetary figures in millions of U.S. dollars 
Exchange rates: 1974 - US$1=3.65; 1975 - USS1=SL3.65; 1976 - US$1=SL3.77 (avg.) 





SYRIAN ARAB REPUBLIC 


SUMMARY: The Syrian economy grew rapidly following the October 
1973 War. Fueled by massive foreign aid and facilitated by 
liberal economic measures, the GNP growth rate averaged 13 
percent. War damage was more than made good and a large number 
of ambitious investments were launched. Despite problems in 
1976, growth remained at a healthy 8.1 percent, but by early 
1977 the economy was showing signs of relative stagnation. 
Delayed completion of investment projects, inflation caused 

by massive influxes of foreign capital and extensive internal 
borrowing, an acute shortage of foreign exchange combined with 
the dislocations of the Lebanese Civil War such as the need 

to house and feed half a million or more refugees, and the 
closing of Beirut Port and the consequent congestion in Syrian 
ports have all combined to lower Syrian growth to a still-re- 
spectable projected four-five percent in 1977. The government 
has taken a series of draconian measures aimed at stopping the 
outlay of official foreign exchange reserves and dampening the 
inflation rate. Bolstered by a greater shift to privately- 
financed imports of consumer goods, these measures had shown 
signs of success by mid-1977. Unemployment remained low, 
thanks to large exports of skilled labor to the Arabian 
Peninsula and government employment of large numbers of 
unskilled labor. Future prospects, although dampened by the 
uncertainties surrounding a government campaign to root out 


corruption and the general Middle Eastern political situation 
remain fairly optimistic. By 1979-1980 industrial capacity 
will be expanded as 1974-1976 investment projects come on 
stream with ready-made substantial markets both domestically 
and in the Arab World. 


Although direct American exports (which had almost doubled every 
year since 1974) now appear to be leveling off, the opportunities 
for U.S. exports of technology as well as investment and con- 
sulting and contracting (through a rapidly-developing aid program) 
hold promise. U.S. exports continue to dominate markets in 
petroleum equipment, irrigation and agricultural equipment, and 
aeronautical equipment. The large volume of Syrian import 

need in other sectors, particularly transportation, electronic 
data processing, and all aspects of food processing, are a 
challenge for exploitation by U.S. exporters. END SUMMARY. 





CURRENT ECONOMIC SITUATION AND TRENDS 


The ascension to power of General Hafez al-Asad in November 1970 put an 
end to the chronic political instability and economic stagnation which 
had plagued Syria since independence was gained in 1946. Asad has been 
President seven years, longer than any of his predecessors. His regime 
has been marked by a relaxation of internal tensions, a certain pragmatism 
in foreign policy, and rationalism in economic planning. The October 1973 
War with Israel demonstrated unprecedented Syrian political and military 
cooperation with other Arab states; the results of the war instilled most 
Syrians with pride and strengthened the credibility of the regime. War 
damage was quickly repaired, and relations were restored with the United 
States on June 16, 1974. Since then Syria has been active in seeking a 
political solution to Middle East problems and has played a positive role 
in the Lebanese Civil War. 


The extremely high rate of growth following the October 1973 War has begun 
to level off. The 13 percent average annual rate of increase in GDP (at 
constant prices) in 1974-1975 fueled by generous loans and grants from 
abroad, higher prices for Syrian products such as petroleum, cotton and 
phosphates and increased expenditures of Syrian private capital as business 
confidence returned could not have been sustained indefinitely. Although 
1976 showed a quite respectable growth rate of eight or nine percent, the 
picture was complicated by a rapid increase in inflationary trends, brought 
about in part by the same massive foreign aid and extensive intemal borrow- 


ing that had sparked growth. Furthermore, growth went hand in hand with 
increased consumption and imports of both capital and consumer goods and 
services climbed far more rapidly than exports, while domestic production 
failed to keep pace with increased demand. 


The balance of payments deficit in 1976 was estimated at almost $500 
million. The 1977 BOP deficit may be of the same order, although the 
actual decline in official reserves should be substantially smaller be- 
cause of a large volume of non-market transactions. Although cushioned 

by price controls and consumer subsidies, inflation may have exceeded 30 
percent in some sectors of the economy. Overall inflation rates have been 
difficult to verify because of the non-economic factors mentioned above, 
and in rural areas may have been held to less than 15 percent. More 
serious, however, have been the dislocations of the Lebanese Civil War. 
Most dramatic had been the influx during 1976 of between half and one 
million Lebanese refugees. Relatively well-heeled and idle, the refugees 
enormously increased demand in urban areas, particularly Damascus, with 
Which a highly-centralized economic apparatus was unable to cope. Less 
dramatic but equally serious was the closing of Beirut's port and airport 
Which had handled annually millions of tons of cargo and transit passengers 
which were now shifted unto the substantially smaller capacity harbors of 
Lattakia and Tartous and Damascus Airport. The consequences were congestion 
and increased costs which have only recently been mitigated as new facili- 
ties have come on line. In this regard, it may be appropriate to point out 
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that congestion at the Syrian ports, which reached a high of 45 days delay 
in late 1976, has been completely eliminated. 


The government reacted to these problems, which reached crisis proportions 
in late 1976, with a variety of vigorous and draconian fiscal and monetary 
measures. Goverment investment was brought to a virtual halt as emphasis 
shifted from new projects to completing projects already underway and 
increasing productivity in public sector enterprises. Simultaneously, a 
series of liberalization measures designed to encourage the return of 
privately-held capital to finance consumer goods imports lifted a sub- 
stantial drain on official reserves. Same consumer subsidies, particularly 
for non-essential goods, were dropped. Government consumption organizations 
were required to reduce stocks before being permitted to import and short- 
term debt was stretched out wherever possible. Although the foreign 
exchange situation appears to have been brought under control and inflation, 
particularly in housing where it had been most dramatic, has dampened, 

the Government of Syria intends to continue maintaining very tight controls 
in order to prevent the economy from reheating. 


Faced with these crises, the government withdrew and reviewed its Fourth 
Five-Year Plan (1976-1980) and reissued it in June 1977. (Copies of the 
Plan are available from the Ofice Arabe de Presse et Documentation, 

P.O. Box 3550, Damascus, S.A.R. for SL 150.) The Plan foresees an increase 
in GDP per capita of 12 percent annually and of per capita national income 
of 7.9 percent. Emphasis will be placed on agricultural and agri-industrial 
development, with a concurrent attempt to stem rural migration by improving 
rural living conditions. The Plan's basic goals are self-sufficiency 
rather than an increase in exportable commodities, with primary emphasis 
on self-sufficiency in foodstuffs and clothing. The Plan is a balanced 
document calling for comparable expansion in industry and construction as 
well. 


Syria seeks to make maximum use of foreign transfers and loans — the 
majority of which devolve to her as a "confrontation state" against Israel -—- 
to build a strong economy which will sustain itself and continue to grow 
when the flow of such outside funds diminishes. Her long-range planning 

is solidly grounded on the concept of developing existing resources and 
supporting infrastructure, including transportation, ports, electric power, 
and communications. Accordingly, she has invited, for the first time since 
the late 1950s, western oil companies to assist expansion of her increas- 
ingly important petroleum industry (1976 production -- ten million tons) 
and has raised production from her extensive phosphate deposits (511,000 
tons in 1975). So far a contract has been signed with the newly-formed 
Syrian-American Oil Company (SAMDOO) associated with Coastal States Gas 

and Oil of Texas and another concession has been negotiated with Shell Oil 
of the U.S., both for concessions in Central Syria. 


Syria's vast arable lands have been farmed since deep antiquity; much of 
the land as a consequence is no longer as productive as it once was. 
Agricultural development is, in part, based on extensive irrigation works 





flowing from the recently (1975) completed Tabga Dam on the Euphrates 

River which give hope of bringing as much as an additional 640,000 hectares 
under the plow. Once completed, these projects would indeed restore to 
Syria her historic position as the breadbasket of the Mediterranean World. 
The project, delayed in execution by its very size, may require extensive 
replanning as technology in the closing years of this century continues 

to change rapidly. In the short run, the project has given Syria an excess 
of electrical power which is, or soon will be, exported to Lebanon, Jordan 
and Turkey. Outside the Euphrates Basin, Syria seeks to improve both the 
quantity and quality of agricultural yields with the technical assistance 
of organizations such as the International Center for Agricultural Research 
in Dry Areas, the FAO and a number of other intemational and Arab League 
agencies. USAID is also studying a variety of agricultural-related projects. 


Finally, with the end of the Civil War in Lebanon, Syria hopes to exploit 
tourist development, given her unequalled antiquities, beaches, mountains 
and deserts, as yet relatively unexploited. It should be noted that Syrian 
Arab Airlines has announced a non-stop jumbo jet service to New York be- 
ginning in early 1978. Further contracts are now being let for completion 
of the airport terminal at Damascus Intemational Airport and Aleppo Airport 
has now been opened to intermational flights. 


The success of this ambitious economic development program depends on a 
number of factors: the absence of war, continued intemal stability, 
development of a trained cadre capable of executing and administering 

the economic development of the country, and a continued inflow of foreign 


money to help pay for the necessary imported goods and services until such 
time as the Syrian economy generates enough earnings to take off on its 
own. Dependent to a large extent at this state of her economic develop- 
ment upon foreign largess, the Syrian economy is vulnerable to outside 
political pressures. At this writing, substantial Arab aid has again 
begun to flow to Syria after a hiatus of some six to eight months in late 
1976 through the summer of 1977. The U.S. economic assistance program 
is expected to continue through 1978 at a level of $100 million annually, 
including some PL 480 shipments and local currency expenditures. (See 
addenda at end for summary of USAID's program.) Other major aid donors 
to Syria are the Federal Republic of Germany, the IBRD, the Soviet Union 
and Arab oil-producing states, bringing total aid to Syria to a value 
well in excess of half a billion dollars in 1977. Although still rela- 
tively insignificant, a number of steps have been taken by Damascus to 
encourage foreign private investment. Most important have been the 
Signing of investment guarantee agreements with the U.S. (OPIC), France, 
West Germany and Switzerland. 


The 1976 and 1977 budgets have necessarily been readjusted to accommodate 
the dislocations of the past 18 months. The 1976 budget estimates of 
$4.52 billion ($2.6 billion for development), scaled down to actual 
expenditures of approximately $2.9 billion, with the bulk of the cut being 
taken from the development budget. The 1977 budget estimates are of the 
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order of $4.56 billion, but again it is expected that actual expenditures 
will fall somewhat short of this goal in about the same proportion as 
expected revenues fail to reach the same goal. 


PI tes 


Syria has phosphate reserves estimated at one billion tons. Syrian ore 
(BPL CR3 (P04) 9) is high in chlorine (0.15 - 0.25 percent) and must be 
washed and dried before export or processing. Production began in 1971 
(20,000 tons), and under the stimulus of rapid price increases, attained 
857,000 tons in 1975 (considerably short of the government's goal of 1.3 
million tons). Production fell to 511,000 tons in 1976 and an estimated 
500,000 tons in 1977, as the state-owned phosphate company sought to draw 
down stocks of rock. World prices for Syrian rock fell during the same 
period from $53 a ton to about $30. Syria aims to produce three million 
tons a year by 1980. Existing production is concentrated at three points 
(two million tons annual capacity), built with Romanian, Polish, and 
Bulgarian assistance, near Palmyra, in Central Syria; the rock is trucked 
to Tartous for export (phosphate rock exports were valued at $10.6 
million in 1976). A railway from the phosphate deposits to Tartous is 
scheduled for completion in 1980. 


Syria has at present no facility for converting phosphate rock into end 
products. Romania is building one TSP plant (450,000-ton capacity) in 
Homs. Syria's only existing fertilizer plant is a nitrogen facility in 
Homs, which produced 82,000 tons in 1976. The French company Creusot- 
Loire is building a large anmonia-urea plant in Homs. 


Petroleum 


Petroleum has rapidly become Syria's principal export, but long-range 
economic development plans are no longer keyed to its continued develop- 
ment and expansion as production levels off. From modest beginnings in 
1968 (one million tons) production reached 6.4 million metric tons in 
1974, as petroleum replaced textiles as Syria's most valuable export 
($451 million). War damage to the Homs refinery was quickly repaired; 
old equipment was replaced by new, financed by transfers from friendly 
Arab states. Crude production in 1976 attained more than ten million 
tons, but is expected to drop about 15 percent in 1977. In her efforts 
to expand production and adopt western petroleum technology and equip- 
ment, Syria has been seeking out westerm oil companies to bid for 
exploration and production service contracts -- an important departure 
from her earlier policy of restricting petroleum development to 
partnership with the Soviet Union and Eastem Europe. The first 
concession granted to a U.S. company for offshore exploration proved 
abortive when the American firm abandoned the concession. Since then, 
however, a concession in Central Syria has been granted to SAMOCO 
(Syrian American Oil Company), a consortium of U.S. and Syrian business- 
men associated with Coastal States Gas of Texas. At this writing, it 
appears that a second concession has been granted to Shell Oil Company 





in the same region. 


Refining capacity has kept pace with production. The Homs facility has 
been expanded since the 1973 War to a capacity of 5.4 million tons per 
annum. The Romanians are constructing a $274 million refinery (using 
some $30-40 million worth of U.S. equipment) at Banias, with an annual 
throughput capacity of six million tons of crude (50 percent Syrian) ; 
the refinery is scheduled to go on stream in 1978. 


At present, Syrian crude production is concentrated in the extreme 
northeast of the country, hard by the Iragi frontier. Three fields -—- 
Rumeilan, Karatchuk, and Suewidiyeh -- are well developed; a fourth — 
Jbeisseh -- was opened in 1975, and a fifth, at Aliane, began production 
in May 1976. The fields are connected to Homs and the port of Tartous 
by a Syrian pipeline (capacity is 14.5 million tons per annum). Virtually 
all the crude is low gravity (17° API) and high in sulphur content (the 
promising new Jbeisseh field -- estimated at 50 million tons recoverable 
reserves —- is 40.5° API, 0.62 sulphur content) and is exported to a 
variety of western customers for refining into petirochemical and asphalt. 
The Homs refinery, with newly-installed desulphurization equipment, is 
economically capable of refining a mixture of 50 percent Syrian and 50 
percent higher-quality Arab light crude. 


Syria had benefitted by an arrangement with Iraq which permitted her to 
export nearly all her own crude production at market prices and to refine 
for domestic use Iraqi crude at advantageous rates. Under a transit 
agreement regulating the Kirkuk-Banais pipeline (capacity 1.4 million 
b/d) , Syria purchased Iragi crude at $3.05/b, in addition to collecting 
a $0.41/b transit fee. These arrangements terminated in December 1975. 


Negotiations over a new agreement have been delayed by a wide divergence 
of views over rates and prices and exacerbated by the political tension 
between these two countries. In April 1976, Iraq, having completed an 
altermative pipeline from her Kirkuk fields south to the Gulf and push- 
ing forward on a second pipeline through Turkey to the Mediterranean, 
cut off the flow of oil in the trans-Syrian line. Syria has not only 
lost her transit fees ($138 million in 1975, according to the Central 
Bank of Syria), but is forced to buy foreign crude at higher prices. 


Textiles 


Syria has long been known for the quality of its textiles; in the Middle 
Ages Damascene cloth was prized in Europe and Persia. Most private 
firms of this ancient industry were nationalized in 1965 and two years 
later were reorganized into 13 large state corporations. Som private 
ownership continues, notably in the weaving industry, but the textile 
industry as a whole is guided by the public firms. Syria is the Arab 
World's third largest producer of cotton (after Egypt and Sudan), and 
its ginned cotton and textiles were the country's leading industry (in 





terms of value) until overtaken by petroleum in 1974. Exports totaled 
117,000 tons worth $116 million in 1975 and 102,000 tons worth $164 
million in 1976. (Of this total, ginned cotton constituted 78 percent of 
value.) The Soviet Union, China, and Czechoslovakia are the principal 
overseas buyers. Syria also imported textiles (1975: $34 million; 1976: 
$51 million), mostly semi-finished goods. 


The Syrian textile industry employs 166,000 workers; manufacturing 
units, concentrated in Damascus, Homs and Aleppo, contain 271,000 
spindles and 3750 looms. An ambitious expansion and modermization pro- 
gram began under the Third Five-Year Plan (1971-1975) and will continue 
under the Fourth Five-Year Plan (1976-1980). Nine large projects are 
underway or projected which will increase to 60 percent the proportion 
of Syrian ginned cotton consumed in local industry (75-90 percent of 
cotton produced is presently exported) and would add 432,000 spindles 
to existing production capacity for which export markets must be found. 


Agriculture 


Two millennia after Syria was the granary of the Roman east, agriculture 
today is still of primal importance in the Syrian economy. About half 
of the Syrian population is directly or indirectly employed in agricul- 
ture; the soil yields about 16 percent of the nation's GDP. Agricultural 
exports totaled $242 million in 1976; cotton exports -- mostly to China, 
the Soviet Union and Italy -- accounted for 68 percent of this amount. 


At the same time, Syria is a net importer of food and agricultural 
products. Agricultural imports (mostly raw and refined sugar,leaf 
tobacco, rice, and wheat flour) totaled $327 million in 1976. Syria's 
principal agricultural suppliers are the United States, Cuba, Lebanon, 
Netherlands, France and Brazil. The United States sold $40 million worth 
of agricultural goods to Syria in 1976 (just over 15 percent of the total 
U.S. exports to the country), mostly rice, leaf tobacco, soybean oil and 
feed corn. Two-thirds of the rice, some of the tobacco and all the soy- 
bean oil were provided under PL 480 concessionary tems. 


About two-thirds of Syria's six million arable hectares (out of a total 
land area of 18.5 million hectares) is cultivated, but only same 547,000 
hectares are irrigated. Almost all the cotton crop is grow on irrigated 
land; the bulk of food crops depends on a rainfall averaging 322 m, 
average annual precipitation (1968-1974) in the two principal agricultural 
mohafazats (governates) but is subject to considerable seasonal variations. 


An average wheat crop was harvested in 1977, whereas the barley crop was 

a failure due to insufficient winter rainfall in the easter part of the 
country where most of the barley is cultivated. The 1977 sugar beet crop 
is substantially above the 242,300 tons harvested in 1976, as new areas 

in the north were planted to meet the needs of two new sugar beet factories 
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originally scheduled to go on stream in late 1977. The 1977 cotton crop 
is expected to approach the 1976 level) when 156,300 tons of lint were 
produced. Irrigation cotton acreage was slightly higher in 1977, but 
yields appear to have been reduced because of very hot weather during July 
and August. 


Although rainfall in the steppe was well below average during the winter 
months, sheep numbers did not fall appreciably, thanks to the utilization 
of feed grains stored in government warehouses throughout the sheep-breeding 
areas. The poultry sector is rapidly expanding with egg production already 
twice the 1970-1974 average. Commercial production of broilers is also up 
substantially. Cotton exports will be off in both volume and valve during 
the 1977-1978 marketing year. Other than lentils, of which substantial 
exportable supplies exist, agricultural exports during 1977 are expected 
to be unchanged or down from 1976 levels. Lower world sugar prices will 
probably contribute to another drop in the valve of agricultural imports 

in 1977, although the volume of most items (the major exception being 
tobacco) could increase slightly. 


Unpredictable rainfall makes planning difficult, and food shortages must 
be made up by costly imports. Another unquantifiable factor affecting 
yields is the govermment's ability to respond to farmer needs conceming 
prices, seeds, fertilizer, credit, and equipment; these vital farming 
ancilliaries are largely supplied or controlled by the state. To ease 
the farmers' dependence upon capricious rainfall levels, Syria has under- 
taken a vast program of irrigation and land development. The goals are 
to increase food production, especially in sugar beets, rice, forage, 
and food grains, and thereby reduce the sums spent on food imports and 
in the long term raise Syria once again to the ranks of major food ex- 
porting countries. The Fourth Five-Year Plan (1976-1980) calls for SL 
17.6 billion public sector investments in new projects and SL 27 billion 
in projects underway. The grand total covered by the Plan is nearly 

SL 53 billion which also includes SL 8 billion earmarked for reserve 
projects. Agriculture's share of the grand total is 6.6 percent of SL 
3.5 billion including irrigation and land reclamation. 


The Syrian Government has undertaken or planned a number of large irriga- 
tion and land development projects in the Damascus region, on the 
Mediterranean Coast, in the Orontes River Valley (or Ghab region) and 
elsewhere. By far the most ambitious of these projects is in the Euphrates 
River Basin, where Syria hopes to irrigate some 640,000 hectares, more 
than doubling her present area of irrigated land. The key to Euphrates 
Basin development is the three-mile long, earthfilled, Soviet-built Tabga 
Dam (also called "Al-Thawra", or "revolution" dam). France, UNDP, and 
the World Bank have funded development studies in the basin; Japan, the 
USSR, Bulgaria, and Romania are building pilot projects, model farms, 
providing equipment, and constructing irrigation works. 


Complementing the extensive land development program, Syria is expanding 
and strengthening her agricultural sector infrastructure, including 
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transportation and port facilities; sugar, fertilizer and food-processing 
plants; and storage capacity. 


AID Program in Syria 


The United States Agency for International Development (USAID) inaugurated 
an $83 million economic cooperation program with Syria in FY 1975, (95 
million in 1976, and $80 million in 1977. The 1975 program includes a 
$48 million loan for the expansion and improvement of the Damascus water 
supply system, $30 million for the purchase of U.S. agricultural and 
construction machinery and other equipment, and $5 million for feasibility 
studies and technical training. 


1. The 1976 program funds, as major items, $45.9 million for a highway 
from Damascus to the Jordanian border, $17.6 million for maintenance 
projects in the Euphrates, and $15 million for importing construction 
and agricultural equipment. In 1977 USAID has agreed to fund rural 
electrification projects at $34.7 million and import construction equip- 
ment for $40 million. 


2. Feasibility and technical studies are now being prepared which may 
serve as the basis for projects to be obligated in fiscal years 1978 
and 1979. The most likely candidates for project loans are construction 
of a highway between Lattakia and Tartous, agricultural development of 
the Akkar Plain, expansion of the operations of the Agricultural Credit 


Bank, a rural water supply program and continued assistance to Syria's 
rural electrification program. There are expected to be new grants for 
soils survey and land classification agricultural research and teaching; 
feasibility and sector studies; and other technical services; and for 
paramedical training. Grants for English language training, training 
of Syrians in the U.S, and for development of health services will be 
continued. 





IMPLICATIONS FOR THE UNITED STATES 


Following the resumption of relations between the two countries in June 
1974, American exports to Syria accelerated. Syria had suddenly acquired 
the means to pay for the sophisticated goods she had long desired. U.S. 
sales to Syria jumped from $39.6 million in 1974 to $127 million in 1975 
and $272 million in 1976; for the latter, thanks to the delivery of $105 
million worth of Boeing aircraft to Syrian Arab Air Lines and $16 million 
worth of General Electric locomotives and parts. Other U.S. exports con- 
sisted of wheat, rice, cigarettes, autos and other vehicles (including 
parts), and non-electrical machinery. The retrenchment of 1977 is reflected 
in the trade statistics; nine months' figures show exports of only $94 
million. U.S.-Syrian trade is very much a one-way street; Syria exported 
only $10 million to the U.S. in 1976, mostly tobacco, skins and hides, but 
a twofold increase is likely in 1977, mostly due to new petroleum exports 
to the U.S. It should be noted, however, that this dramatic increase in 
U.S. trade with Syria is almost exclusively in the realm of sales. Syrians 
appreciate the quality of U.S. goods and services and are often willing 

to pay higher prices for them. At the same tine, U.S. fimms have not yet 
been able to capture any of the large turnkey development projects tend- 
ered by the Syrian Government in the past two and one-half years. (Although 
the singular Syrian brand of "socialism" tolerates a small but flourishing 
private sector -- principally in some areas of real estate, import/export, 
textiles, retailing, construction, agriculture, tourism and transport -- 
the public sector is the engine of the economy. In most cases, the 
American businessman will find the govermmment is the major buyer of his 
product or service.) American firms are beginning to play a role through 
USAID-financed projects, but in open competition against European and 
Japanese firms, we have not fared well. The reasons are manifold: first 
of all, despite the relative internal political stability imposed by the 
Asad Government, discouraging tensions remain high in the region. These 
tensions are particularly felt in Syria, which is at the same time still 

in a state of war with Israel and is situated next door to Lebanon whose 
internal situation remains unstable. A number of visiting American 
businessmen have expressed reluctance to invest men and money in long-term 
Syrian development projects until there is an amelioration of regional 
political problems. Secondly, European and Japanese firms, often with the 
close cooperation of their governments, can usually offer a more attractive 
financing package than can their American competitors, who often must depend 
more on commercial financing rates, even more important as the retrenchment 
continues. At this writing, Export-Import Bank is considering renewing 
Operations in Syria. An OPIC agreement was signed in 1976, but no guaran- 
tees have yet been granted for Syria. Loans and guarantees offered by 
these institutions would help make American firms more competitive. U.S. 
lending institutions regard Syria's credit as good. 


Moreover, certain Syrian business practices exasperate Americans even with 
long experience in the Middle East. The Syrian bureaucracy can be cumber- 
some and inefficient. Project cost estimates can be highly inaccurate, 
partly due to inflation (est. 30 percent in 1976) and partly to inexperienced 
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Syrian planners. Another problem is that the Syrian Government often re- 
quires bid and performance bonds for government tenders equal to five and 
ten percent, respectively, of the contract price. 


More than a half billion dollars in U.S. sales since restoration of relations 
demonstrate that Americans can do business in Syria. U.S. businessmen who 
have scored successes in the Syrian market invariably offer a quality 
product or service at a competitive price and are willing to make frequent 
trips to Syria to promote their enterprise. Syrians like to do business 
on a face-to-face basis, and businessmen willing to invest the time and 
effort in personal contact with Syrian buyers will often find contract 
specifications and conditions can be negotiated in a mutually satisfactory 
way. American businessmen successful in the Syrian market almost always 
work closely with reputable local representatives. Although the Syrian 
Govermment prefers to deal directly with foreign firms on government 
contracts, officials admit such local representatives are usually useful 
in alerting the foreign businessmen to trade opportunities, making intro- 
ductions and contacts, and preparing translations. 


The greatest advantage enjoyed by a U.S. businessman in the Syrian market 
is the quality and reputation of his product and service. Furthermore, 
some of the best regarded American enterprises coincide elegantly with 
Syrian economic development needs. The government desires to involve 
American firms in all phases of its growing petroleum industry, including 
exploration and drilling in partnership with the Syrian Petroleum Company. 
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